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requirement for correction, and when re-
quired shall disclose the corrective action 
taken. Cost of removal, replacement, or cor-
rection shall be considered a cost incurred, 
or to be incurred, when redetermining the 
prices under the price redetermination 
clause. However, replacements or corrections 
by the Contractor after the establishment of 
the redetermined prices shall be at no in-
crease in the redetermined price. 

(h) If the Contractor fails to promptly re-
move, replace, or correct rejected supplies 
that are required to be removed or to be re-
placed or corrected, the Government may ei-
ther (1) by contract or otherwise, remove, re-
place, or correct the supplies and equitably 
reduce the initial contract prices or, if estab-
lished, the redetermined contract prices or 
(2) terminate the contract for default. Unless 
the Contractor corrects or replaces the non-
conforming supplies within the delivery 
schedule, the Contracting Officer may re-
quire their delivery and equitably reduce the 
initial contract price or, if it is established, 
the redetermined contract prices. Failure to 
agree upon an equitable price reduction shall 
be a dispute. 

(l) If acceptance is not conclusive for any 
of the reasons in paragraph (k) hereof, the 
Government, in addition to any other rights 
and remedies provided by law, or under other 
provisions of this contract, shall have the 
right to require the Contractor (1) at no in-
crease in the initial contract prices, or, if it 
is established, the redetermined prices of 
this contract, to correct or replace the defec-
tive or nonconforming supplies at the origi-
nal point of delivery or at the Contractor’s 
plant at the Contracting Officer’s election, 
and in accordance with a reasonable delivery 
schedule as may be agreed upon between the 
Contractor and the Contracting Officer; pro-
vided, that the Contracting Officer may re-
quire a reduction in the initial contract 
prices, or, if it is established, the redeter-
mined prices of this contract, if the Con-
tractor fails to meet such delivery schedule; 
or (2) within a reasonable time after receipt 
by the Contractor of notice of defects or non-
conformance, to repay such portion of the 
initial contract prices, or, if it is established, 
the redetermined prices of this contract, as 
is equitable under the circumstances if the 
Contracting Officer elects not to require cor-
rection or replacement. When supplies are 
returned to the Contractor, the Contractor 
shall bear the transportation costs from the 
original point of delivery to the Contractor’s 
plant and return to the original point when 
that point is not the Contractor’s plant. If 
the Contractor fails to perform or act as re-
quired in (1) or (2) above and does not cure 
such failure within a period of 10 days (or 
such longer period as the Contracting Officer 
may authorize in writing) after receipt of no-
tice from the Contracting Officer specifying 
such failure, the Government shall have the 

right by contract or otherwise to replace or 
correct such supplies and equitably reduce 
the initial contract prices, or, if it is estab-
lished, the redetermined prices of this con-
tract. 

[48 FR 42478, Sept. 19, 1983, as amended at 50 
FR 26905, June 28, 1985; 56 FR 41745, Aug. 22, 
1991; 61 FR 31665, June 20, 1996] 

52.246–3 Inspection of Supplies—Cost- 
Reimbursement. 

As prescribed in 46.303, insert the fol-
lowing clause in solicitations and con-
tracts for supplies, or services that in-
volve the furnishing of supplies, when a 
cost-reimbursement contract is con-
templated: 

INSPECTION OF SUPPLIES—COST- 
REIMBURSEMENT (MAY 2001) 

(a) Definitions. As used in this clause— 
Contractor’s managerial personnel means any 

of the Contractor’s directors, officers, man-
agers, superintendents, or equivalent rep-
resentatives who have supervision or direc-
tion of— 

(1) All or substantially all of the Contrac-
tor’s business; 

(2) All or substantially all of the Contrac-
tor’s operation at a plant or separate loca-
tion where the contract is being performed; 
or 

(3) A separate and complete major indus-
trial operation connected with performing 
this contract. 

Supplies includes but is not limited to raw 
materials, components, intermediate assem-
blies, end products, lots of supplies, and, 
when the contract does not include the War-
ranty of Data clause, data. 

(b) The Contractor shall provide and main-
tain an inspection system acceptable to the 
Government covering the supplies, fabri-
cating methods, and special tooling under 
this contract. Complete records of all inspec-
tion work performed by the Contractor shall 
be maintained and made available to the 
Government during contract performance 
and for as long afterwards as the contract re-
quires. 

(c) The Government has the right to in-
spect and test the contract supplies, to the 
extent practicable at all places and times, 
including the period of manufacture, and in 
any event before acceptance. The Govern-
ment may also inspect the plant or plants of 
the Contractor or any subcontractor engaged 
in the contract performance. The Govern-
ment shall perform inspections and tests in a 
manner that will not unduly delay the work. 

(d) If the Government performs inspection 
or test on the premises of the Contractor or 
a subcontractor, the Contractor shall furnish 
and shall require subcontractors to furnish 
all reasonable facilities and assistance for 
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the safe and convenient performance of these 
duties. 

(e) Unless otherwise specified in the con-
tract, the Government shall accept supplies 
as promptly as practicable after delivery, 
and supplies shall be deemed accepted 60 
days after delivery, unless accepted earlier. 

(f) At any time during contract perform-
ance, but no later than 6 months (or such 
other time as may be specified in the con-
tract) after acceptance of the supplies to be 
delivered under the contract, the Govern-
ment may require the Contractor to replace 
or correct any supplies that are noncon-
forming at time of delivery. Supplies are 
nonconforming when they are defective in 
material or workmanship or are otherwise 
not in conformity with contract require-
ments. Except as otherwise provided in para-
graph (h) below, the cost of replacement or 
correction shall be included in allowable 
cost, determined as provided in the Allow-
able Cost and Payment clause, but no addi-
tional fee shall be paid. The Contractor shall 
not tender for acceptance supplies required 
to be replaced or corrected without dis-
closing the former requirement for replace-
ment or correction, and, when required, shall 
disclose the corrective action taken. 

(g)(1) If the Contractor fails to proceed 
with reasonable promptness to perform re-
quired replacement or correction, the Gov-
ernment may— 

(i) By contract or otherwise, perform the 
replacement or correction and charge to the 
Contractor any increased cost or make an 
equitable reduction in any fixed fee paid or 
payable under the contract; 

(ii) Require delivery of undelivered sup-
plies at an equitable reduction in any fixed 
fee paid or payable under the contract; or 

(iii) Terminate the contract for default. 
(2) Failure to agree on the amount of in-

creased cost to be charged to the Contractor 
or to the reduction in the fixed fee shall be 
a dispute. 

(h) Notwithstanding paragraphs (f) and (g) 
above, the Government may at any time re-
quire the Contractor to correct or replace, 
without cost to the Government, noncon-
forming supplies, if the nonconformances are 
due to (1) fraud, lack of good faith, or willful 
misconduct on the part of the Contractor’s 
managerial personnel or (2) the conduct of 
one or more of the Contractor’s employees 
selected or retained by the Contractor after 
any of the Contractor’s managerial per-
sonnel has reasonable grounds to believe 
that the employee is habitually careless or 
unqualified. 

(i) This clause applies in the same manner 
to corrected or replacement supplies as to 
supplies originally delivered. 

(j) The Contractor shall have no obligation 
or liability under this contract to replace 
supplies that were nonconforming at the 
time of delivery, except as provided in this 

clause or as may be otherwise provided in 
the contract. 

(k) Except as otherwise specified in the 
contract, the Contractor’s obligation to cor-
rect or replace Government-furnished prop-
erty shall be governed by the clause per-
taining to Government property. 

(End of clause) 

[48 FR 42478, Sept. 19, 1983, as amended at 66 
FR 2135, Jan. 10, 2001] 

52.246–4 Inspection of Services— 
Fixed-Price. 

As prescribed in 46.304, insert the fol-
lowing clause: 

INSPECTION OF SERVICES—FIXED-PRICE (AUG 
1996) 

(a) Definitions. Services, as used in this 
clause, includes services performed, work-
manship, and material furnished or utilized 
in the performance of services. 

(b) The Contractor shall provide and main-
tain an inspection system acceptable to the 
Government covering the services under this 
contract. Complete records of all inspection 
work performed by the Contractor shall be 
maintained and made available to the Gov-
ernment during contract performance and 
for as long afterwards as the contract re-
quires. 

(c) The Government has the right to in-
spect and test all services called for by the 
contract, to the extent practicable at all 
times and places during the term of the con-
tract. The Government shall perform inspec-
tions and tests in a manner that will not un-
duly delay the work. 

(d) If the Government performs inspections 
or tests on the premises of the Contractor or 
a subcontractor, the Contractor shall fur-
nish, and shall require subcontractors to fur-
nish, at no increase in contract price, all rea-
sonable facilities and assistance for the safe 
and convenient performance of these duties. 

(e) If any of the services do not conform 
with contract requirements, the Government 
may require the Contractor to perform the 
services again in conformity with contract 
requirements, at no increase in contract 
amount. When the defects in services cannot 
be corrected by reperformance, the Govern-
ment may (1) require the Contractor to take 
necessary action to ensure that future per-
formance conforms to contract requirements 
and (2) reduce the contract price to reflect 
the reduced value of the services performed. 

(f) If the Contractor fails to promptly per-
form the services again or to take the nec-
essary action to ensure future performance 
in conformity with contract requirements, 
the Government may (1) by contract or oth-
erwise, perform the services and charge to 
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